‘Go-Go’ Setback

Some ‘Growth’ F unds
Post '68 Gains Trailing
Dow-Jones Industrials

Computer and Conglomerate
Stocks They Favor Lag
While/ ‘Staid’ Issues Rise

Too‘ Large to Be Flexible?
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NEW YORK-Definition of g “growth” mu-
tual fund: A fund that has grown little, if at all,
this year.

That definition doesn’t fit all the growth
funds—also known as “performance’ tunds or
go:g0” funds. or—that have mushroomed on
W:Ilj Street in recent years. But it fits enough

- 4 thém to be a source of deep embarrassment
t0. thelr managers—and deep frustration to

thefr army ot shareholders.

- Disregarding high dividend income as an in-
vestment goal and willing to take risks, the
growth funds aim strictly at multiplying their
shareholders’ money. To that end, they concen-
trate on buying stocks their managers expect
10 Tise much more sharply in price than the or-

dlnary run of securities,

In 1967, they had a banner year. Scores of
perlormance funds recorded gains in the het
adset value of their shares (derived by dividing
the value of their investments by the number
of outstanding shares) ‘double, triple or quadru-
ple the 15% rise scored by the Dow-Jones in-

‘dustrial average of 30 blue-chip stocks. That
average is widely cited in fund sales literature
as representative ' of the performance that
might be expected from an ‘“‘unmanaged’’ in-
vestment portfolio.

|

Changing Fashions

But this year market fashions have changeq
in a way most growth fund managers did not
expect. ““Glamor”’ issues of computer, electron-
ics and conglomerate companies, in which the
growth funds have invested billions of dollars,

| have ‘mostly turned in a lackluster price per-

formance. Shares of banks, insurance compa.-
hies, cement makers and even utilities have
been this year's market stars—to the surprise
of the performance funds, which mostly have
spurned such issues as historically unexciting.

Result: As recently as the end of Septem-
ber, many prominent growth funds showed de-
clines in the net asset value of theit shares for
the year. And thaugh a sweeping rise in the
market the last few weeks has now hauled
most of them into the black for 1988 to date,

‘many BHIL show smaller gains for the year than
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known performance rinds for all 1867, the first
mine months of 1963 and 1962 through last Wed.-
nesday, compared with perceniage chahges in
the Dow-Jones industrials for the same periods.
Data on the funds has heen excerpted from
weekly performance rankings by Arthur Lip-
per Corp., a brokerage concern. Fund figures
assume reinvestment by shareholders of divi-
dends and capital gains distributions.
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Fund 1967 1968 11-27
Manhattan +39.4 —3.87 —1.98
Tvest - +47.4 —3.39 J2.57.
Madss, Investors Grth +20.0 —0.63 +4.39
Fidelity Capital +32.1 +1.32 +5.33
Diversified Growth  +51.5 —1.25 +5.70
Chamning Growth +47.0 —1.39 46.93
Fidelity Trend +84.2 +2.38 446.97
United Science +3L2 —0.41 -7.88
. D-J ind. average +16.2 +3.40 +7.87

Some other ways of measuring the growth

1 funds’ record also yield unflattering compari-

sons. For instance, about a third of the 160
growth funds on which the Lipper firm keeps
score had recorded gains through Nov. 27
smaller than the 13.159%: increase Posted by the

.| New York Stock Exchange price average of all

common stocks listed on the Big Board. Mean-
ing: These funds would have done better if
they had followed the totally unselective policy
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of putting équal amounts of maney into each of

WHE more than 1,200 Big Board common issues.
"t{0n the other hand, it must be noted, the top
Hhlrd of the 160 growth funds ranked by Lipper

have scored 1968 gains ranging from 239% to

HE%.)

Quigrowing the Growth Funds .
.;_,ﬂronically, too, some of the best-known per-

Instance, Affilinted Fund, Investment Co. of

v‘imerica, United: Income Fund and Fideljty

d showed gains of 189 to 20% in net asset
value through last Friday. )
_Among funds that concentrate on income,
Puritan Fund showed a gain of nearly 199 and
ational Securities Dividend Fund a gain of

about '269,. And Wellingo_on Fund, a giant
‘| among the “balanced” funds that seek to mini-

mize risks By 1viding “thelr investments
among stocks and bonds, has scored a gain of

‘|nearly 129, so far this year, outperforming'

many of the performance funds.
“It's been a brutal year for performance,”

‘| says Milton Mound, president of First Multi-

fund of America, which invests in shares of
other mutual funds. The candid manager of a

‘| growth fund assesses the growth funds’ 1968

performance as “horrendous.’’

Some - performance-fund shareholders have
been registering disapproval, too—by turning
in their shares for redemption at net asset

any time. Manhatfan Fund, started early in
1966 by Gerald Tsai, who had earned a reputa-
tion as something of an i_nyestmentv magician,

Increased its capital from an initial $270 mil-
lion to moré than $500 million late last year; as

offered. But this year it has heen shrinking ;
since Jan. 1, redemptions of its shares have ex-
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growthtund managers strike a, yauch _more

subdued rigte than in the past. It's long-rim per-
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formance funds have been beaten at their own,
Feme by funds that aim at different investment
- goals. Among funds that seek a combination of
“{gapital growth and high dividend income, for

value, as mutual-fund shareholders can do at -

eager investors snapped up the new shares it °
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